[A] successful development process and a country's rising level of incomes … should be based on superior knowledge, embodied in technologies and institutions, rather than simple command over resources … and we need a view of development which is based on … a vision of transformation in productive structure (and the development of social and technological capabilities that are both the causes and the consequences of such transformation).
Introduction
An emerging debate in development economics is shifting attention away from the quantity of growth towards productive transformation and the dynamics of the growth process. Structural and technological change are being discussed, along with social capabilities, as a source of productivity and job growth, poverty reduction and an improved standard of living. The experience of the successful catch-up countries in Asia confirms that these countries achieved high and sustained growth through a process of structural change, job creation and rapid technological learning. Experience also shows that government interventions promoted manufacturing and industrial development, exports, the upgrading of technologies and high learning effects through education, training and experience in industries. The Commission on Growth and Development (2008) , therefore, concluded that if an economy is failing to diversify its production structure and exports or to generate productive jobs in new industries, governments should look for ways to jump-start the process.
This chapter discusses infrastructure development as a policy area with high potential for governments to contribute to 'jump-starting' and supporting a dynamic process of catching up and economic development. The chapter applies a dynamic framework of catching up, in order to analyse the impact of infrastructure development policies and institutions on the economic development process. Recent research at the ILO has developed a framework of catching up that integrates evolutionary, structuralist and institutional perspectives of the economic development debate, and develops a knowledge-based concept of social capabilities (Nübler, forthcoming). This framework explains the dynamics of economic development as an evolutionary process of productive transformation in the economy. The accumulation of social capabilities is both the cause and consequence of increasingly complex and sophisticated productive transformation processes. A core message of this framework is that sustained and high-performing catch-up growth can only be achieved in an inter-related process of investment in productive capacities; learning and accumulation of social capabilities; and the creation of productive jobs, and higher wages and income.
The analysis shows that infrastructure development projects, the maintenance of infrastructure and the service provided by the infrastructure itself have the potential to contribute to the dynamics of economic development by promoting each of these three processes. Firstly, infrastructure creates productive capacities and supports productive transformation by providing services to the economy; by facilitating connectivity, access to markets and information; and by creating a demand for local resources, products and intermediate goods. Secondly, during the construction, maintenance and operation phases, public works and infrastructure projects enhance employment of workers, which contributes to income generation, poverty reduction and economic stability (Ernst and Berg 2009; ILO 2007; Islam 2006) . Thirdly, infrastructure development contributes to learning and to the development of social capabilities at the level of domestic enterprises, the labour force and society. Social capabilities are a prerequisite for productive transformation, the diversification of the economy and the adoption of new technologies. The analysis derives government policies for the design, procurement, implementation and maintenance of infrastructure projects that promote a rapid and high-performing development and catch-up process.
